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GENERAL INFORMATION

The Community Reinvestment Act (CRA) requires each federal financial sapeagency to

use its authority when examining financial institutions subject to its supervision, ts #sses
institution's record of meeting the credit needs of its entire community, includingraw
moderate-income neighborhoods, consistent with safe and sound operation of the institution.
Upon conclusion of such examination, the agency must prepare a written evaluation of the
institution's record of meeting the credit needs of its community.

This document is an evaluation of the CRA performanBauaf of American Fork prepared by
theFederal Deposit Insurance Corporation, the institution's supervisory agency, ad/idy 5,

2008. The agency evaluates performance in assessment area(s), as they are delineated by the
institution, rather than individual branches. This assessment area evaluation may include the
visits to some, but not necessarily all of the institution's branches. The agency r&@&&ithe
performance of an institution consistent with the provisions set forth in Appendix A to

12 CFR Part 345.

Examiners evaluated the bank’s CRA performance using the Interm8dcateBank
Procedures, which became effective on September 1, 2005. An intermediate small bank is
defined as an institution that had assets of at least $265 million and less than $1d6adah
December 31st of either of the prior two calendar years.

This evaluation relied upon records and reports provided by the bank, publicly avaitatént
financial information, demographic data, and information gathered as partedaioation
process, including information obtained from community contacts. A review &@ Fdzbrds,
as well as the bank’s CRA Public File, did not reveal any complaints relatthg bank’'s CRA
performance since the previous evaluation.

Specialized terms used in this evaluation are defined in Appendix B.
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INSTITUTION'S CRA RATING: This institution is rated Satisfact ory.

The bank’s CRA performance depicts a satisfactory practice of providingeforedit needs of
its assessment area. This rating is supported by the following:

The Lending Test is rated: _Satisfactory

e The bank’s loan-to-deposit ratio is more than reasonable given the bank’swsizeidi
condition, and assessment area credit needs.

e A substantial majority of the bank’s loans are made inside the assessaaent a

e The borrower profile analysis reflects a reasonable penetration among indivofidédferent
income levels and businesses of different sizes, given assessment areapleiceognd
Dun & Bradstreet (D&B) business data.

e The geographic distribution analysis reflects a reasonable dispersionothoamghout the
assessment area. No unexplained lending gaps were identified.

The Community Development Test is rated:_Outstanding.

e Community development performance demonstrates excellent responsivethess t
community credit needs.

e Community development loans demonstrate excellent responsiveness to the edsddfne
the assessment area and represents five percent of the bank’s tadal asset

e Community development investments and donations demonstrate reasonable responsiveness
to the credit needs of the assessment area. Qualified investments totallghénd
qualified donations total $112,000 since the prior CRA evaluation in 2005.

¢ Community development services demonstrate excellent responsivenessraultheeeds
of the assessment area. Employees, senior management, and members of the Board of
Directors have volunteered over 6,000 hours in qualified community development activitie
on behalf of the bank utilizing their financial expertise.

In addition, no evidence of discriminatory or other illegal credit practreamsistent with
helping to meet community credit needs was identified.
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SCOPE OF EVALUATION

This evaluation utilizes the Intermediate Small Institution Exanond®@rocedures for the time
period since the previous evaluation, which was conducted April 5, 2005, through the current
evaluation being conducted as of May 5, 2008. Examiners evaluated Bank of Ameri¢an For
(BAF) CRA performance in the context of the following:

The current economic environment,

Demographic characteristics of its assessment area,
Lending opportunities within its assessment area,
Institution financial resources and constraints,
Institution product offerings and business strategy,
Information derived from community contacts, and
Performance of similarly situated institutions, if any.

To assess the institution’s performance with respect to the lending tdstlavng five
performance criteria are analyzed: the bank’s quarterly averagmaneo-deposit ratio; the
level of lending within its assessment area; the distribution of lending todsssss of different
sizes (borrower profile); the geographic distribution of loans; and themeso any consumer
complaints regarding its CRA performance. Of these criteria, gpbgrdistribution and
borrower profile performance are more heavily weighted than loan-to-degiisiand lending
in the assessment area. The bank has not received any consumer compéaititsyriegg CRA
performance.

The lending test focused on the bank’s small business loans (commerciatatabad
commercial/industrial loans originated in amounts of $1 million or less) and honteperc
loans, as these represent significant lending activities.

Examiners based the analysis of small business lending on a represemtapieecgdoans. In
accordance with the FDIC’s CRA sampling guidelines, examiners usedyaamgeriod for

loan distribution sampling of the non-reportable small business loans. As such,dhe revi
period for the small business loan analysis is January 1, 2007 through December 31, 2007. A
sample of 55 loans totaling $4.8 million was randomly selected from the universalbf s
business loans originated during this review period. These loans were iddghtibegh a

review of an electronic download of the bank’s collected small business lodord2887. The

loan sample was used to analyze the level of lending, the borrower distribution, and the
geographic distribution of loans within the bank’s assessment area. The loanswesved for
location and gross annual revenues of the borrowing business entities.
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D&B data, as of June 30, 2007, is shown for comparative purposes in the analyses of the
borrowers’ profile and geographic distribution of loans for the number of businessesllot
the bank’s assessment areas. The D&B data is based on the geograpbit, losigy 2000
U.S. Census boundaries, for the total number businesses within the assessmadttheea a
reported gross sales of those businesses.

Examiners analyzed the bank’s reported Home Mortgage Disclosure Act (& for 2006

and 2007 in order to evaluate the bank’s residential mortgage lending performbeamalysis

of this performance focused on the bank’s reported home purchase loans becausartbese |
comprise the largest portion of the bank’s residential mortgage lending. 2000 U.S. @&asus
for the number of families and owner-occupied housing units in the bank’s assesaasig a
shown for comparative purposes in the analyses of the borrowers’ profile and geographi
distribution of loans. This data is based on the income levels of families and gnepieo

location, using 2000 U.S. Census boundaries, for the total number of owner-occupied housing
units within the assessment area.

Note: The home purchase loan analyses presented in the borrower profile and geographic
distribution analyses reflect the number of loans originated by theutrstit Analysis of dollar
volume of loans did not result in different conclusions. The number of loans is considered more
indicative than the dollar volume of the institution’s willingness to lend, becalegaésents the
number of customers assisted, whereas dollar volume does not. The analysesdryohioahs

in both the small business and home purchase loan analyses carries morenvieigiht i

evaluation.

Construction and land development loans, which comprise 42 percent of BAF's loan portfolio,
were not reviewed because this loan category is not a focus of CRA evaluatidfis. BA
construction and land development loans are made to residential and commeresthteal
developers, real estate investors, and consumers. Consumer loans and small fameréaat
reviewed because of the limited number and dollar volume of lending in these loan types. B
originated only one agricultural or farm-secured loan during the review period.

To evaluate the bank’s community development performance, all investmentsalodns

services for the review period of April 4, 2005, through December 31, 2007, which met the CRA
regulation’s definition of community development purpose, were reviewed and included in this
evaluation.
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DESCRIPTION OF INSTITUTION

BAF is headquartered in American Fork, Utah, and is a wholly-owned subsidiaeppfe's
Utah Bancorp, a one-bank holding company. BAF is a full-service commercialtzdri@duses
on serving the deposit and credit needs of small- to medium-sized businesses. Tdigdbank
originates home mortgage loans to serve the housing needs of its assessmefharbask
does not portfolio its mortgage loans. BAF sells its long-term home mortgageridhas
secondary market and generates fee income by maintaining the serviciasgnghése loans.

BAF operates 11 retail banking offices in Utah County (7) and Salt Lake CountBAd) offers
automated teller machine (ATM) and drive-up services at all of its brancheshahk opened
one office since the last CRA evaluation of April 4, 2005. The office is locatedtihekal
County in the City of Riverton. BAF has not closed any branch locations since theugrevi
evaluation.

The bank's December 31, 2007, Consolidated Report of Condition and Income reflects total
assets of $877,001,000, of which $724,385,000 or approximately 83 percent were comprised of
net loans and leases. Securities and federal funds sold totaled $107,524,000 or represented
approximately 12 percent of total assets. The bank’s net loan-to-depositagatioO279

percent.

BAF offers a variety of loan and deposit products to its business and consumer custaraers
products include commercial real estate, Small Business Administr&),(inventory
financing, accounts receivable, commercial construction, equipment and matgrpment
leases, auto, boat, recreational vehicle, personal home equity, home constructicortgagem
loans.
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The composition of the bank's loan portfolio, as of December 31, 2007, is shown in Table 1.

Table 1 Composition of Loan Portfolio as of 12/31007
Loan Type Dollar Amount (000s) Percent of Total Loans (%)

Construction and Land Development 305,868 42
Secured by Farmland 3,790 1
1-4 Family Residential:

Revolving Open-End 46,759 7

Closed-end First Lien 19,982 3

Closed-end Second Lien 1,090 0
Multi-Family (5 or more) Residential 8,285 1
Commercial Real Estate 226,166 31

Total Real Estate Loans 611,940 85
Commercial/Industrial 98,208 14
Agricultural 2,094 0
Consumer:

Credit Cards 2,570 0

Other Revolving Credit 1,569 0

Other Consumer 8,733 1
All Other 840 0
Less: Unearned Income (1,569) 0

Total Loans 724,385 100

Source: 12/31/2007 Report of Condition

According to senior management, BAF's primary business focus is cominerdiag to small-
and medium-sized businesses located within its assessment area. As showa 1n Tabl
commercial loans (commercial real estate and commercial/industiied)l comprise the largest
portion (45 percent) of the bank's loan portfolio. As such, the bank's small businasg lendi
receives greater weight in the evaluation of the bank's CRA performarnig iegort.
Residential loans (1 to 4 family and multifamily residential) comprise appet&ly 10 percent
of total loans. This lending volume is not reflective of the bank’s actual volumelofeawing,
because the bank sells a large portion of its residential real estateolgarestors in the
secondary market and these loans are not reflected in the Tdt#ebank also works to provide
home mortgage loans to serve individuals that reside within Utah and Salt Lakees€ounti
because of the need for housing in the bank's assessment areas. Home mortgagedisans a
included in this review of the bank's CRA performance. Construction and land development
loans comprise 42 percent of total loans. These loans are made to resigehntiainmercial

real estate developers, real estate investors, and consumers; and are natfadBéus
evaluations. Farmland and agricultural loans comprise only 1 percent of total loans.
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The bank's ability to meet the credit needs of the communities it servesimitet by its
financial condition, size, or other legal impediments. A review of FDIC recasdgelhas the
bank's CRA public file, did not reveal any complaints relating to the institutis
performance since the prior evaluation. BAF received a "Satisfactimgat the April 4,
2005, evaluation of the bank's CRA performance.

DESCRIPTION OF ASSESSMENT AREA

BAF has designated Utah and Salt Lake Counties as its assessment aseawd leeunties
comprise portions of two different Metropolitan Statistical Areas (MSAse Provo-Orem,

Utah MSA #39340 and the Salt Lake City, Utah MSA #41620. Utah and Salt Lake Cousnties ar
contiguous and have similar economies. As such, these counties are combined a&ssmeats
area for CRA evaluation purposes. This assessment area meets regetptogyments and does
not arbitrarily exclude low- and moderate-income neighborhoods.

UTAH COUNTY

BAF operates its main office and six branch offices in Utah County. The county sesire
majority of the Provo-Orem MSA #39340, along with Juab County. This county is located in
north central Utah, 44 miles south of Salt Lake City, at the foot of the Wasatchaiorarige.
The county covers approximately 1,998 square miles, and is the state's secongdargattd
county, behind Salt Lake County. It encompasses the cities of Provo and Oremesiad sev
smaller cities and residential communities including American Fothk, Béeasant Grove,
Spanish Fork, Springville, Mapleton, Payson, and Saratoga Springs.

Currently, Utah County’s major employers include Brigham Young UnivetsigéyAlpine,
Provo, and Nebo School Districts; Utah Valley Regional Medical Center; NavellJtah
Valley State College.

BAF faces competition from 18 financial institutions in Utah County for depasiehshare.

The institutions account for 87 banking offices and $3,311,999,000 in deposits. According to the
“Summary of Deposits Market Share Report” dated June 30, 2007, BAF faik&)8&h

County and holds 16 percent of total deposits in the county. BAF is behind Zions First National
Bank, which holds 25 percent of total deposits in Utah County and Wells Fargo Bank Northwest,
National Association, which holds 24 percent of the area's total deposits.

SALT LAKE COUNTY

BAF operates four branch offices in Salt Lake County. This county is part of tHeagalCity
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MSA #41620, which also includes Summit and Tooele Counties. Salt Lake County is éne cent

of government activities, financial services, and is the center of this statesportation
infrastructure. Salt Lake County covers approximately 737 miles and is thelemssty
populated county within the state. It encompasses Salt Lake City (s sagtitol) and several
smaller cities and residential communities including Murray, Draper,yS&uaith Jordan, West
Jordan, Magna, and West Valley.

Top employers in Salt Lake County include health care, education, governnteairlae
industries. The county is also home to most of the major insured financial institatibes i
state, including regional banks, credit unions, and industrial banks.

BAF faces competition from 60 financial institutions in Salt Lake County for depasket

share. The institutions account for 261 banking offices and approximately $156,251,476,000 in
deposits. According to the “Summary of Deposits Market Share Report” dated June 30, 2007,

BAF was ranked 39th with a market share of 0.06 percent of the market’s deposits.
Demographic Information for the Utah and Salt Lake County Assessment Age

Utah and Salt Lake Counties contain 278 census tracts. Selected population arsd busine
demographics are detailed in Table 2 below.

Table 2 Demographics of Utah and Salt Lake Countie®JT
Low Moderate Middle Upper NA*

Demographic Characteristics # % of # % of # % of # % of # % of #
Geographies (Census Tracts) 278 432 19.78 46.40 8.427 1.08
Population by Geography 1,266,923 324 21104 48.38 27.29 0.04
Owner-Occupied Housing by Geography 270,490 Q.51 .8915 52.19 31.40 0.00
Business by Geography 126,688 701 20.12 42.72 530.1 0.01
Farms by Geography 2,133 3.09 13)69 4932 33.90 0.0
Family Distribution by Income Level 297,539 17.19 9.78 24.74 38.29 0.0p
Distribution of Low and Moderate 109,995 4.92 32.71 48.58 13.78 0,/po
Income Families throughout Assessment
Area geographies
Median Family Income 53,223 | Median Housing Value 162,790
HUD Adjusted Median Family Income for 2007 58,610 | Unemployment Rate (2000 US| 2.33%
Households Below Poverty Level 8% | Census)

(*) The NA category consists of geographies tteatehnot been assigned an income classification.rc8o2000 U.S. Census and 2007
HUD updated MFI

10
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According to information obtained from D&B data, 126,688 businesses are located imttah a
Salt Lake Counties. Approximately, 64 percent of these businesses repostedmuual
revenues of $1 million or less.

Economic Information

According to state government information, growth in Utah has slowed draltyatia&cent
months, as the downturn in residential construction works its way through the stateyeconom
Growth in the state remains above the national average, due to continued job groeulapar

in the sectors of retail trade, education/health, and government. Weaker grew/tharat led to
a slight increase in the unemployment rate, but still remains far bleéomational average where
Utah ranks second lowest in the nation.

Utah continues to report one of the highest personal bankruptcy rates in the nation.srecline
employment, larger family sizes, and higher debt levels have been attribytesisible reasons

for this phenomenonThe housing market has also slowed, but is one of the nation’s strongest
with price appreciation softening, yet still increasing in all metropolitaasaexcept St. George,
which declined slightly.

Salt Lake City MSA also recorded significant improvement in job growth in 2007. The
professional and business services sector led Salt Lake City’s growtinevalddition of 7,182
new jobs, followed closely by the construction sector, which added 6,286 jobs. The trade
transportation and utilities, round off the top 3 sectors with the addition of 3,711 new jobs.

The finance industry in Salt Lake County is vulnerable in the near term due to a housing
downturn, which is slowing loan demand and deteriorating credit quality. Ovientpé&erm,
strong population growth, a young and well-educated workforce and below-averagsbusi
costs will help drive economic growth in Salt Lake County.

Community Credit Needs

In conjunction with this evaluation, examiners conducted community contacts with a
representative of a housing authority and small business development organizateim in Ut
County and a housing authority representative in Salt Lake County. The conteeteegper
financing for affordable housing and small businesses as a primary cesbt féne contact
also expressed a need for financial education for new homeowners and educasiolebdsref
the community on how to avoid predatory lending.

11
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CONCLUSIONS WITH RESPECT TO PERFORMANCE TESTS

LENDING TEST: The institution is rated Satisfactoryfor this test.

BAF has a satisfactory lending performance based upon review of the HMDA |éod2@)6
and 2007, and the small business lending sample for January 1, 2007, to December 31, 2007.
The following sections provide a detailed synopsis of the bank’s lending performance

Borrower Profile

The distribution of borrowers reflects a reasonable penetration among busofetifesent
sizes and individuals of different income levels. Bank loan data reflects a ieladenal of
small business loans made to businesses with revenues of $1 million or less, small dolla
business loans, and home mortgage loans to low- and moderate-income borrowers.

Small Business Loans

BAF’s volume of small business loans to businesses with gross annual revenues 668bmil
less illustrates a reasonable record of lending to small businessesonfgariog the bank’s
lending performance to D & B data for the bank’s assessment area. TalbevPphmlides the
distribution of the bank’s small business loans, by number and dollar volume of loang, amon
businesses with differing revenues, as represented by a randomlycsseufde of these loans.

Table 3 Borrower Distribution of Small Business loans in Utah and Salt Lake Counties, UT
Revenue Size Bank Loans* Businesses**
(000s) # % $ (000s) % # %
< $1,000 18 35 2,430 56 80,743 64
> $1,000 32 61 1,703 4Q 5,752 4
Not Reported 2 4 172 4 40,193 3P
Total 52 100 4,305 100 126,688 100

Sources: *Sample of small business loans origthbtgween January 1, 2007 and December 31, 2007;
*D&B Business Data, June 30, 2007.

12
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As illustrated in Table 3, BAF's performance to businesses earning $dmaitlless in gross
annual revenues by number volume (35 percent) is less than the percent of buspestses
by D & B data as having gross annual incomes of $1 million or less (64 perdeatas, by
dollar volume (56 percent), it is more similar to the comparative business daga. T
performance is explained by the number of very small loans representedamiie that were
made under much larger warehouse lines of credit to two large distributorgegthagnual
revenues of more than $1 million.

In addition to the analysis by revenue size, small business loans are alze@bgljoan size to
evaluate the size of the businesses being served. Loan size is a proxy forrthe s&ee of
businesses with revenues $1 million or less. However, this factor is given magrelght in

the overall borrower profile analysis than the gross annual revenue arzyiscussed

previously. Table 4 reflects the number and dollar distribution by loan size of the 2dD7 sma
business loan sample. This table does not include comparative small businessealggréigat

data because this data has not been compiled for 2007. D & B data does not provide any such
comparative business size data.

Table 4 Loan Size Distribution of Small Busineskoans in Utah and Salt Lake Counties, UT

Revenue Size Bank Loans* Businesses**
(000s) # % $ (000s) % # | %
< $100 39 75 1,104 26
$100 - $250 9 17 1,408 33 .
! Data Not Available
$250 - $1000 4 8 1,793 41 val
Total 52 100 4,305 100

Sources: *Sample of small business loans origthbtgween January 1, 2007 and December 31, 2007,
*D&B Business Data, June 30, 2007.

BAF’s distribution of small business loans by loan size, depicted in the table aboasra

large percentage (75 percent) by number volume of loans in amounts of $100,000 or less. This
number distribution is skewed by the large number of very small loans represehtedample

that were made under much larger warehouse lines of credit to two large disributor

Home Purchase Loans

BAF'S distribution of home purchase loans reflects a reasonable penetratog andividuals

of different income levels. Table 5 provides the distribution of the bank’s home pritohas,

by number of loans, among borrowers of different income levels for 2006 and 2007. The income
distribution of the total number of families in the assessment area ialsa for comparison
purposes.

13
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Table 5 Borrower Distribution of Home Purchase Loas in Utah and Salt Lake Counties, Utah

Borrower Income Bank Loans 2006* Bank Loans 2007* Families**

Level # % # % # %
Low 4 6 5 5 51,138 17
Moderate 34 47 28 27 58857 20
Middle 19 26 37 36 73,610 25
Upper 12 17 31 30 113,934 38
NA 3 4 2 2 0 0
Total 72 100 103 100 297,539 100

Sources: *Bank’s reported HMDA data; **2000 CenBada.

As shown in the table above, BAF’s percentage distribution of lending to low-inconosvbosr
in both 2006 and 2007 is less than the percentage of families within that incomse teee
assessment area (17 percent). This is explained by the percentage of houséhelds
assessment area that have incomes below the poverty level (8 percent) almiveitih@yme
families for whom home ownership is not affordable and who may not qualify for home
purchase loans. In contrast, BAF's percentage distribution of lending to moeate
borrowers in 2006 (47 percent) significantly exceeds the percentage of $amihe that
income level in the assessment area (20 percent). As a result of the tiglgeding market,
BAF's level of lending to these borrowers decreases (to 27 percent) in 2007, butstgli®the
comparative data.

Geographic Distribution

BAF's overall geographic distribution of loans reflects a reasonable dispefsioans
throughout the assessment area. Small business loan data reflects a redspaabien in
moderate-income tracts; and home mortgage data shows an increase in rebhdthdow- and
moderate-income tracts in 2007. No unexplained lending gaps were identified.

Small Business Loans

The geographic distribution of small business loans reflects a reasonablsidisg@oughout
the assessment area. Table 6 provides the geographic distribution of the batkisisimess
loan sample, by the number and dollar volume of loans, originated within the asgemsador
2007. The geographic distribution of the total number of businesses in the assessmsnt are
shown for comparison purposes.

14
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Table 6 Geographic Distribution of Small Business bans in Utah and Salt Lake Counties, UT
Tract Income Bank Loans* Businesses**

Level # % $ (000s) % # %
Low 0 0 0 0 8,878 7
Moderate 8 15 1,288 30 25,484 20
Middle 32 62 1,790 43 54,115 43
Upper 12 23 1,227 24 38,199 30
NA 0 0 0 0 12 0
Total 52 100 4,305 100 126,688 100

Sources: *Sample of small business loans origthbtgween January 1, 2007 and December 31, 2007;
*D&B Business Data, June 30, 2007.

As illustrated above, the sample of BAF’'s small business loans contains nanldansncome
census tracts, while D&B data shows that 7 percent of the 126,688 businesses within the
assessment area reported locations within these census tracts. Thigodisperanarily
attributed to the location of all of the bank’s offices in middle- and upper-incongeagdres,
relatively distant from low-income census tracts. However, the bank’s parioenin moderate-
income census tracts by number volume (15 percent) is only somewhat lower tharcémage
of businesses reporting locations in these tracts (20 percent). By dollar voluimenkte
performance in moderate-income census tracts (30 percent) exceeds paeativenbusiness
data.

Home Purchase Loans

The geographic distribution of home mortgage loans also reflects a reasonalrkatispe

throughout the assessment area. Table 7 provides the geographic distribution of the bank’s hom
mortgage loans, by number of loans, originated within the assessment area for 2006 and 2007.
The geographic distribution of the total number of owner-occupied housing units in the
assessment area and the 2006 aggregate lending distribution are also shown fas@ompar
purposes.

15
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Table 7 Geographic Distribution of Home Purchase bans in Utah and Salt Lake Counties, UT
Bank Loans 2006* Bank Loans 2007* Owner-Occupied Units**
Tract Income Level m % m % % 0? 4
Low 1 1 9 9 1
Moderate 8 11 4 4 16
Middle 46 64 72 70 52
Upper 17 24 18 17 31
Total 72 100 103 100 100

Sources: *Bank’s reported HMDA data; **2000 CenBuada (total owner-occupied units = 270,490).

As illustrated above, BAF'’s level of home purchase loans in low-income ceastssfor 2006

(1 percent) mirrors the percentage of owner-occupied housing units that &ed loithin these
census tracts (1 percent). The level of bank loans in moderate-income censdsrt8906 was

11 percent, which is less than the percentage of owner-occupied housing units linzdtad

within these census tracts (16 percent). While the bank’s performance irateeideome

census tracts decreased to 4 percent in 2007, its performance in low-incomdraetsus
increased to 9 percent. The majority of BAF’'s home purchase loans for both 2006 and 2007
were originated in middle-income census tracts. This also correlaté®te the majority of the
assessment area’s owner-occupied housing units and the bank’s branches drte locate

Loan-To-Deposit Ratio

BAF's average net loan-to-deposit (ANLTD) ratio is more than reasandible bank’s ANLTD
ratio, based on an average of the 11 quarters ending since the last evaluati@dr2@0Aprs 98
percent. This ratio measures the extent to which the institution utilizepdsidesources to
extend credit and reveals a strong level of commitment to lending.

Examiners identified two similarly-situated institutions, in termssskeasize and located within
the institution’s assessment area. These institutions reported ANLi®B 0&d86 and 78 percent
and had assets of $598 million and $697 million, respectively. BAF’'s ANLTD exceeds the
ANLTDs of both of these institutions.

16
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Assessment Area Concentration

A substantial majority of BAF’s small business and home purchase loaimstieebank’s
assessment area. Table 8 shows the number and dollar volume distribution of therbahk’s
business and total home mortgage loans inside and outside its assessmeipeargeall$, the
table illustrates that 94 percent by number and 92 percent by dollar volume of the dank’s |
were located in the bank’s designated assessment area. Comparison of 2006 merftrma
2007 performance reveals similar percentages by both number and dollar volume of home
mortgage loans located in the bank’s assessment area.

Table 8 Distribution of Loans Inside and Outside bthe Assessment Areas
Number of Loans Dollars in Loans (000s)
Loan
Category Inside Outside Inside Outside
or Type
yp 4 % 4 % Total $ % $ % Total
Home
Mortgage*
2006 114 94 |7 6 121 10,804 92 956 8 11,760
2007 212| 95 | 11 5 223 30,293| 95 1,742 5 32,035
Subtotal 326 | 94 | 18 6 344 41,097 94 2,698 6 43,795
Small
Business** 52| 95 | 3 5 55| 4,305,114 90 472,095 10 4,777,209
2007
Total 378 94 | 21 6 399 | 4,309,221| 92 474,793 8 4,821,004

Source: *Bank’s reported HMDA data (2006 and 20673ample of small business loans originated betwee
January 1, 2007 and December 31, 2007;

Flexible Lending Products

To assist small businesses in starting, expanding, and modernizing, BAHleftdyle loan
products through the SBA. Since the 2005 CRA evaluation, the bank has originated 56 SBA 7a
loans totaling $15.5 million and 17 SBA 504 loans totaling $20.4 million.

Response to Complaints

BAF has not received any complaints relating to its CRA performance.
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COMMUNITY DEVELOPMENT TEST:  The institution is rated Outstandingfor this
test.

BAF's community development performance demonstrates excellent respmss to
community development needs in the assessment area through community develogmsent |
investments, and services, as appropriate, considering the bank’s capacity and #m&lnee
availability of such opportunities for community development in the assessraantTre
community development activities reviewed during this evaluation assisteitngéhe needs
for affordable housing, small business financing, financial education, reattah and
stabilization of low- and moderate-income areas and designated redevelapsasntand
services to low- and moderate-income individuals and at risk youth.

Community Development Lending

BAF is a leader in making community development loans. Over the review period, BAF
originated an excellent level of community development loans, more than doubtiojats

volume of community development lending. The bank extended 15 community development
loans totaling $44.7 million over the review period. This equates to 5.12 percent of the bank’s
total assets as of December 31, 2007.

The bank's assessment area offers a broad array of community developmagt lendi
opportunities including:

e Affordable housing initiatives

e Small business development programs

e Community economic development projects focusing on the revitalization and stanilizat
of low- and moderate-income census tracts

e Services targeted to low- and moderate-income individuals and designed to henefit t
infrastructure of low- and moderate-income areas

Most of BAF's community development loans respond to identified affordable housitg ne
and revitalization of low- and moderate-income and designated redevelopmemwisneathe
bank's assessment area. As BAF has adequately addressed the commuafiyndev@eeds of
its assessment area, community development loans that benefit thedstateai including the
assessment areas are also considered.
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The following are descriptions of some of the most significant communityajawehnt lending
activities for the review period covering April 4, 2005, through December 31, 2007.

e As lead participant, BAF originated $12.1 million for a loan to build a 120-unit, afferdabl
condominium housing and work development in a low-income census tract of Salt Lake Cit
Three other financial institutions and the Salt Lake City Redevelopment AgeD&) (
participated in this project as part of the city’s redevelopment plan. The RDA funded pa
the construction of this project. The condominiums are located within the Centrald8usine
District Neighborhood Development Project Area, which is designated agadization
zone. The project includes live-work and 1 to 3 bedroom units, which will help to attract
businesses and stabilize this low-income census tract. The units are bewd toflew-
and moderate-income individuals and families.

e As lead lender, BAF participated by contributing over $2.2 million in a $4.3 million tban t
build 26 condominium units and 5 live-work units in a low-income census tract in Salt Lake
City, Utah. This loan serves to revitalize, stabilize, and promote economic deealapra
low-income geography.

e BAF originated a $3.5 million loan to finance the construction of a 60-unit affordable
housing development in Logan, Utah. This loan is supported by Low-Income Housing Tax
Credits.

Table 9 below summarizes the number and dollar volume of total community developamsnt |

Table 9 Total Community Development Loans
on an annual basis

Community Development Loans 2005 2006 2007

# $(000) |# $(000) |# $ (000)
Affordable housing for LMI individuals 1 540 2 490 6 27,500
Revitalize or stabilize LMI geography, designated 5,135 1 88

disaster area, or distressed or underserved non-
metropolitan middle-income geography

Low-income Housing Tax Credits 1 3,500 1 1,800
Rural housing authority 1 427
Total 4 6,102 3 8,409 8 29,388

Source: Examiner prepared table
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Community Development Services

BAF has provided an excellent level of community development services when cogside
bank’s capacity and the need and availability of such opportunities within the defsestment
area. Employees, senior management, and members of the Board of Directodunaeered
over 6,000 hours in qualified community development activities on behalf of the bank utilizing
their financial expertise. Examples of the bank’s community developmentesantivities

include the following activities where bank officers, directors, and staff ¢geedviheir financial
expertise:

e Several members of management serve on the Board and committees of various
organizations that work to meet the affordable housing needs of the assessnmamd drea
State of Utah.

e Members of bank staff have volunteered numerous hours to assist local non-profit
organizations to meet the needs of at risk youth and to assist low-income and fiameles
receiving needed assistance in fulfilling daily needs.

e A member of management has served as chairman, loan committee chairroativexe
committee member, and program committee chairman of a statewideanierprise loan
fund. The mission of this certified community development financial institution (At
provide financing and management support to Utah entrepreneurs in start-up ang exist
firms that do not have access to traditional sources of capital and/or financing.

e A member of the Board of Directors is a committee member of a downtown rejlenazit
corporation and an economic development agency that serves to revitalizeestabd
promote economic development of redevelopment areas in the city of AmerigatJta,
in Utah County.

Table 10 summarizes the total community development services on an anraial basi
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Table 10 Community Development Services
on an annual basis

Community Development Services

2005

2006

2007

# Bank

Staff

HOURS

# Ban
Staff

k | HOURS

# Bank

Staff

HOURS

Providing financial services to low- and

moderate-income individuals through branches

and other facilities located in low- and
moderate-income areas

Providing technical assistance on financial
matters to nonprofit, tribal or government

organizations servicing low- and moderate-
income housing or economic revitalization and
development needs

168

171

110

Providing technical assistance on financial
matters to small businesses or community
development organizations.

157

166

239

Lending employees to provide financial
services for organizations facilitating
affordable housing construction and
rehabilitation or development of affordable
housing

1,140

1,196

1,20p

Providing credit counseling, home-buyer and
home-maintenance counseling, financial
planning or other financial services education

Establishing school savings programs and
developing or teaching financial education
curricula for low- or moderate-income
individuals

500

Technical Assistance activities include:

« Serving on a loan review committee

« Developing loan application and
underwriting standards

« Developing loan processing systems

« Developing secondary market vehicles or
programs

« Assisting in marketing financial services,
including development of advertising and
promotions,

« Furnishing financial services training for
staff and management

« Contributing accounting/bookkeeping
services

o Assisting in fund raising, including
soliciting or arranging investments

258

13

548

12

279

Total Qualified Service Hours

16

1,728

24

2,091

22

2,331

Qualified Investments
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Community development investments and donations demonstrate reasonable resporsiveness
the credit needs of the assessment area. Qualified investments total $8rbandliqualified
donations total $112,000 since the prior CRA evaluation in 2005.

In evaluating qualified investments, examiners consider ongoing qualifiechanity

development investments and new investments made by the bank since the prior CR#oaval

in 2005. The bank had 16 ongoing qualified investments with outstanding balances totaling $4.6
million as of the date of the previous evaluation. The bank made 73 different qualified
investments and donations totaling $5.1 million over the current review period. Based on th
bank’s resources, business strategies, and the opportunities that are awvaifebbssessment

area for qualified investments, this performance is reasonable.

Table 11 below summarizes the number and dollar volume of total qualified investments and
donations by type.

Table 11 Qualified Community Development Investmets and Donations by Type 4/5/2005 to 5/5/2008
Description # $ (000s)
Mortgage Backed Securities 9 7,878
State and Municipal Obligations 8 1,668
Micro Enterprise Loan Fund 2 25
State Community Reinvestment Fund 1 8
Total Debt or Equity Investments 20 9,579
Quialified Grants and Donations 69 112
Total Qualified Investments, Graaitgl Donations 89 9,691

Source: Bank Records
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The following are descriptions of BAF’s qualified investments.

Table 12 Community Development
Investments on an annual basis

Community Development Investments

2005

2006

2007

$ (000)

$(000) |#

$ (000)

Financial intermediaries that primarily len
or facilitate lending in low- or moderate-
income areas or to low- and moderate-
income individuals in order to promote
community development.

o

Organizations that promote economic
development by financing small business

25

State and municipal obligations that
specifically support affordable housing or
other community development

1,468

Not-for-profit organizations serving low-
and moderate-income housing or other
community development needs.

500

Mortgage backed securities to low- and
moderate-income individuals

3,447

N

1,073

Total Qualified Investments

3,979

2,541

Quialified Donations

22

1\

Total Community Development
Investments

31

4,006

33

2,581

Source: Examiner prepared table

Federal National Mortgage Association (FNMA) and Federal Home Laaigibe Corporation

(FHLMC) Mortgage-Backed Securities

BAF maintains a $2.9 million investment in 5 pools of mortgage-backed secaritddsas
invested another $4.9 million in 4 additional pools of mortgage-backed securities. The
mortgages backing these securities are comprised of loans originated &mtbmoderate-
income borrowers residing in both Utah and Salt Lake Counties. Underwritingeraguis for
all of the FNMA and FHLMC pools purchased by BAF mandate that the principal amount of
these securities be backed by loans made to low- and moderate-income [sorrower
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County School District Bonds

BAF maintains seven investments totaling $1.2 million in two different coursiddsiol district

bond issues. Both school districts are Title | schools having over 50 percent of students on the
free or reduced-price lunch program, indicating they are low- or modaretene. These school
districts are outside the bank’s assessment area, but within the Staéd.of Ut

State Taxable Housing Agency Revenue Bonds

BAF maintains a $500,000 investment in a state housing agency taxable revenue bond. The
proceeds of the bonds were used for the acquisition, construction, and equipment for a
multifamily affordable rental housing development in Salt Lake County. Thecpiogdudes

155 residential rental units in a single four-story building. Sixty percent oésigential units

(95 units) will be targeted as affordable housing under the federal low incomegtaxscredit
program and will be rented to low- and moderate- income individuals.

Micro Enterprise Loan Fund

BAF maintains two investments totaling $25 thousand in a state-wide micrpresgdoan fund.
The loan fund was incorporated in 1991 as a multi-bank community development corporation.
The mission of this certified CDFI is to provide financing and management suppdeht
entrepreneurs in start-up and existing firms that do not have access to traddionak of

capital and/or financing. Through its loans and services, the CDFI helps miciremes
strengthen their businesses, stabilize their incomes, create additionay@epl, and contribute

to the economic revitalization of their communities throughout the State of Utah.

Statewide Community Reinvestment Corporation

BAF maintains an investment totaling $7,500 in a statewide community reinvestment
corporation. This organization strives to assist the State of Utah's lowradetate-income
residents by fostering the development and preservation of quality housing. The camporati
serves as a catalyst for community development by offering flefiit@iacing for affordable
housing, working with government agencies to maximize leverage of public anc plokairs,
and providing technical assistance to project sponsors.
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Grants and Donations

BAF made grants and donations to various community organizations, which serve community
development purposes. These organizations include affordable housing, small bogiress/
enterprise development, and other community services that revitalize destbtvi- and
moderate-income communities and benefit low- and moderate-income individualsth®©ver
review period, BAF made a total of 69 grants and donations totaling $112,000 to 27
organizations located within the assessment area.

Fair Lending or other lllegal Credit Practices

No evidence of discriminatory or other illegal credit practices inctamgisvith helping to meet
community credit needs was identified.
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APPENDIX A - GENERAL DEFINITIONS

GEOGRAPHY TERMS

Block: Small areas bounded on all sides by visible features such as streets treaas, ar rail
road tracks, and invisible features like city or town boundaries or property linesksBire
subdivisions of census tracts or block numbering areas (BNA), and are assigngdeathree-
digit number.

Block Group: Clusters of blocks within a census tract or BNA, having a four-digit number and a
three-digit suffix. The four-digit number corresponds to the same number givendertsus
tract or BNA in which it is located.

Block Numbering Areas (BNAS): Statistical subdivisions of a county for grouping and
numbering blocks in non-metropolitan counties where local census statisticabanegitees
have not established census tracts. BNAs do not cross county lines.

Census Tract: Small subdivisions of metropolitan and other densely populated counties.
Census tract boundaries do not cross county lines; however, they may cross the boundaries of
metropolitan statistical areas. They usually have between 2,500 and 8,000 persdrest and t
physical size varies widely depending upon population density. Census tractsgareditsbe
homogeneous with respect to population characteristics, economic status, and livingreondi

to allow for statistical comparisons.

Metropolitan Area (MA): One or more large population centers and adjacent communities that
have a high degree of economic and social integration. Each MA must contain eitlcer a pla
with a minimum population of 50,000 of Census Bureau-defined urbanized area and a total MA
population of at least 100,000 (75,000 in New England). An MA comprises one or more central
counties and may include one or more outlying counties that have close economic dnd socia
relationships with the central county. In New England, MAs are composed sfasitietowns

rather than whole counties.

Metropolitan Statistical Area (MSA): One or more metropolitan areas that have economic and
social ties.

Primary Metropolitan Statistical Area (PMSA): A large urbanized county or cluster of
counties that demonstrate very strong internal economic and social links, inratitiose ties
to other portions of the larger area. If an area qualifies as an MA and has more thalli@ne
persons, PMSAs may be defined within it.

Consolidated Metropolitan Statistical Area (CMSA): The larger area of which PMSAs are
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component parts.

Non-Metropolitan Area: All areas outside of metropolitan areas. The definition of non-
metropolitan area is not consistent with the definition of rural areas. Urban and rura
classifications cut across the other hierarchies; for example, shgeaérally both urban and
rural territory within both metropolitan and non-metropolitan areas.

Urban Area: All territories, populations, and housing units in urbanized areas and in places of
2,500 or more persons outside urbanized areas. More specifically, “urban” consistsof,te
persons, and housing units in: places of 2,500 or more persons incorporated as cities, villages
boroughs (except in Alaska and New York), and towns (except in the New Englandi\states
York, and Wisconsin) but excluding the rural portions of “extended cities”; censusatesig

place of 2,500 or more persons; and other territory, incorporated or unincorporatednpgnriudi
urbanized areas.

Rural Area: Territories, populations and housing units that are not classified as urban.

HOUSING TERMS

Family: Includes a householder and one or more other persons living in the same household who
are related to the householder by birth, marriage, or adoption. The number of family higisehol
always equals the number of families; however, a family household may disteinon-

relatives living with the family. Families are classified by typeiher a married-couple family

or other family which is further classified into “male householder” (a familly a male

householder and no wife present) or “female householder” (a family with a famadeholder

and no husband present).

Household: Includes all persons occupying a housing unit. Persons not living in households are
classified as living in group quarters. In 100 percent tabulations, the count of housktmjds a
equals the count of occupied housing units.

Housing Unit: Includes a house, an apartment, a mobile home, a group of rooms, or a single
room that is occupied as separate living quarters.

Owner-Occupied Units: Includes units occupied by the owner or co-owner, even if the unit has
not been fully paid for or is mortgaged.

INCOME TERMS
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Median Income: The median income divides the income distribution into two equal parts, one
having incomes above the median and other having incomes below the median.

Area Median Income: The median family income for the MSA, if a person or geography is
located in an MSA,; or the statewide non-metropolitan median family incom@eitson or
geography is located outside an MSA

Family Income: Includes the income of all members of a family that are age 15 and older.

Household Income:Includes the income of the householder and all other persons that are age 15
and older in the household, whether related to the householder or not. Because many households
consist of only one person, median household income is usually less than mediamfzomlky. i

Low-Income: Individual income that is less than 50 percent of the area median income, or a
median family income that is less than 50 percent in the case of geography.

Moderate-Income: Individual income that is at least 50 percent and less than 80 percent of the
area median income, or a median family income that is at least 50 and less thare80ip¢he
case of geography.

Middle-Income: Individual income that is at least 80 percent and less than 120 percent of the
area median income, or a median family income that is at least 80 and less tharcd20mpe
the case of geography.

Upper-Income: Individual income that is more than 120 percent of the area median income, or a
median family income that is more than 120 percent in the case of geography.

HUD Adjusted Income Data: The U.S. Department of Housing and Urban Development
(HUD) issues annual estimates which update median family income frometheolitan and
non-metropolitan areas. HUD starts with the most recent U.S. Census dataa@nsdriac
information from other sources to arrive at an annual estimate that more céfkedts current
economic conditions.

OTHER TERMS

Home Mortgage Disclosure Loan Application Register (HMDA LAR): The HMDA LARs
record all applications received for residential purchase, refinance, hgrevement and
temporary-to-permanent construction loans.
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Small Business LoanA loan included in “loans to small businesses” as defined in the
Consolidated Report of Condition and Income (Call Report). These loans have originatam
of $1 million or less and are either secured by nonfarm nonresidential propediesclassified
as commercial and industrial loans.

Small Farm Loan: A loan included in “loans to small farms” as defined in the instructions for
preparation of the Consolidated Report of Condition and Income (Call Report). These loans
have original amounts of $500,000 or less and are either secured by farmland, inchmding fa
residential and other improvements, or are classified as loans to financdtagigproduction

and other loans to farmers.

APPENDIX B - INVESTMENT DEFINITIONS

Community Development Corporation (CDC): A CDC allows banks and holding companies
to make equity type of investments in community development projects. The equstyranes

are subject to limits specified by the bank’s regulator. Bank CDCs can dewetsfaiive debt
instruments or provide near-equity investments tailored to the development needs of the
community as well as to the financial and marketing needs of the bank. A CDC miagsgirc
own, rehabilitate, construct, manage and sell real property. Also, it may makear debt
investments in development projects and in local businesses. The CDC actividegeated to
directly benefit low- and moderate-income groups, and the investment dbbatd sot

represent an undue risk on the banking organization. Any real estate ownership shaally gene
be temporary, with ownership reverting to members or organizations in the community

Community Development Financial Institutions (CDFIs): CDFIs are private intermediaries
(either for profit or nonprofit) with community development as their primary onssi hey

procure loans and investments that conventional financial institutions are unable tairwes

they link financing to other developmental activities. A CDFI facilitétesflow of lending and
investment capital into distressed communities and to individuals who have been uraitde to t
advantage of the services offered by traditional financial institutions.|<CiDAre a common

mission and can be chartered as a credit union or bank. CDFIs can also be unregulatétd nonpro
institutions that gather private capital from a range of social investoc®fmunity

development lending or investing. Some basic types of CDFls include communitypegat

banks, community development loan funds, community development credit unions,
microenterprise funds, and community development venture capital funds. A cerbftéd C

must meet eligibility requirements, which include: having a primary onssi promoting

community development; serving an investment area or target population; providing
development services; maintaining accountability to residents of its invesinea or targeted
population through representation on its governing board of directors, or by other means; and not
constituting an agency or instrumentality of the United States, of anyostabditical
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subdivision of a state.

Low Income Housing Tax Credits: The Low-Income Housing Tax Credit Program is a
housing program contained within the Internal Revenue Code of 1986, as amended, which is
administered by the U.S. Department of the Treasury and the Internal Reeevice.SThe

U.S. Treasury Department, through the Internal Revenue Service, distributesdone

housing tax credits to housing credit agencies. The housing agencies aocagelits on a
competitive basis. Developers who acquire, rehabilitate, or construct low-inentaklhousing
may keep their tax credits or sell them to corporations or investor groups, who, as dwners o
these properties, will be able to reduce their own federal tax payments. ediliean be

claimed annually for ten consecutive years. For a project to be eligibg\tbper must set
aside a specific percentage of units for occupancy by low-income residentset®side
requirement remains in place throughout the compliance period, usually 30 years.

Quialified Investments: A qualified investment is defined as any lawful investment, deposit,
membership share, or grant that has as its primary purpose community deve kopso@prt
the following endeavors: 1) affordable housing; 2) community services taydetv- and
moderate-income individuals; 3) activities that promote economic developmenabging
small farms and small businesses; and 4) activities that revitalizeodizetbow- and moderate-
income geographies.
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